TERMS AND CONDI TI ONS
NEI GHBORHOOD HOUSI NG SERVI CES' MONTANA HOVEOWNERSHI P NETWORK
AFFORDABLE HOUSI NG PROGRAM SETASI DE
$4, 000, 000 at 5% for First Mrtgages and $1, 000,000 at 5% f or
Subor di nat e Mort gages

July 12, 2002(Revised 2/17/04)

(1) The nortgages financed under this program are specially
structured with a first and subordinate nortgage with Mntana Board of
Housi ng financi ng both nortgages. The sum of all financing nmay not exceed
100% of the cost to acquire the property plus any nornal prepaid expenses.
The subordi nate nortgage may be for down paynent and closing costs and
w || be guaranteed by Nei ghborhood Housi ng Services.

The nortgages will be structured so that the subordi nate nortgage
(maxi mum of $5,000) is a participation of the first and allow for only one
mont hly principal and interest paynent of the conmbined total of both the
first and subordi nate nortgages. The first nortgage will have priority in
case of foreclosure.

Each First Mrtgage Loan shall be either insured by FHA under Section
203(b) of the National Housing Act, guaranteed by RD under Title V of the
Housi ng Act of 1949, or guaranteed by the VA under Section 810, Chapter 37
of Title 38, U S. Code. RD nmy also participate in |oans under this
program by financing a portion of the transaction and taking a second
mort gage which will be superior to the subordinate nortgage. Applicants
must provide their own funds in a mninmm of $500 for FHA and VA | oan
transacti ons and a m ni mum of $1500 for a RD Guaranteed | oan transaction.
Loan Leveraged | oan transactions do not have a m ni num of borrowers own
noney.

(2) The fixed rate of interest on the Mdrtgage Loans shall be 5.0%
per annum (rate subject to change at Board’ s discretion).

(3) The term of the Mdirtgage Loans shall be 30 years and such
Mort gage Loans shall provide for conplete anortization by maturity by
equal nmonthly paynments of principal and interest.

(4) The Servicer may deduct a nonthly servicing fee at the annual
rate of three-hundred-seventy-five thousandths of one percent (.375% of
t he outstandi ng principal balance of both Mrtgage Loans. The servicing
fee factor is .075(for 5.0%.

(5) The acquisition cost of a Residence being financed by a Mrtgage
Loan shall include cost of conpleting the residence and unpaid SID
assessnments and nust not exceed maxi mum purchase price limts:

Maxi mum Cost for Maxi mum Mort gage for
Exi sti ng New Construction New Constructi on**
Area
Statewi de (Al Counties)$160, 176 $189, 100 $160, 176
**Maxi mum Mortgage Limts for Existing honmes are the Purchase Price

Limts

(6) Total Famly Assets not to exceed $70,000 and $5,000 in net
[iquid assets.

(7) Homebuyer to be either a first-tine homebuyer; single parents who
owned a hone with a spouse while they were married; or disabl ed.

(8) The Residence to be financed shall be occupied as the nortgagor's
principal residence, and no nore than 15% of the total area of the
resi dence may be used in a trade or business.

(9) Refinancings of existing Mrtgage Loans are not eligible for



purchase by the Board. Refinancings of construction period |oans or other
interim financings which have a term of 24 nonths or Iless are not
consi dered refinancings of existing Mdirtgage Loans.

(10) Recapture tax provisions wll not apply.

(11) A nortgagor can be obligated on only one Montana Board of Housing
| oan at a tine.

(12) An eligible Mrtgage Lender desiring to reserve funds nust
subm t (1) the Mor t gage Loan Reservation/ Confirmation Report
(BOH Form 99); (2) a copy of an executed FHA/VA/RD Loan Application or
ot her conplete | oan application used by the Mrtgage Lender; (3) a copy of
an executed Buy/Sell Agreenment; (4) verification of Annual Family |ncone;
(5) Disclosure of Reservation Fee Refund Policy signed by nortgagor(s); (6)
Letter fromthe Nei ghborhood Housing Services confirmng the eligibility
of the Mdirtgagors for the program and (7)Signed “Rel ease OF Financi al
I nformati on” form Upon receipt of such docunments and funds, the Board nay
reserve bond proceeds for 120 days to acquire Mrtgage Loans on existing
housi ng and 180 days to acquire Mrtgage Loans for new construction. Such
period may be extended upon paynent of an additional one-fourth of one
percent (.25% for each 30-day extension, which shall only be paid by the
Mortgage Lender. |If the Mdrtgage Loan is not acquired by the Board within
this time period, a one-fourth of one percent (.25% cancellation fee wll
be i nposed except as provided in Section 15 hereof.

(13) Maxi mum Gross Annual Famly Inconme fromall sources not to
exceed 80% of the area nedian inconme for the County as adjusted
annual Iy and for household size.

(14) The Board will purchase Mrtgage Loans at up to one
hundred two percent (102% of the face anmount of the Mortgage Loan.
The Mortgage Lender may not charge fees since MBOH is paying them
Borrower nmust pay a $350 NHS packagi ng fee.

(15) The Board reserves the right to charge a cancellation fee.
The one-fourth of one percent (.25% cancellation fee will be charged
when the |oan’s cancelled unless the property appraisal does not
support the | oan anmpbunt. Mortgage Lenders need to qualify nortgagors
before submtting a reservation request to avoid paynent of a
cancel | ation fee.

(16) Reservations for nortgage funds are on a first cone-first,
served basis and nust include witten certification from the
Nei ghbor hood Housi ng Services that the borrowers have been selected to
participate in the program

(17) Mortgage Loans shall be tendered for sale to the Board within

45 days follow ng execution of the note by the nortgagor. If the
Mort gage Lender fails to deliver such loans within 45 days after
origination, the purchase price will be reduced by one-half of one

percent (.5% for each 30 days the loan is not delivered. To determ ne
the accrued interest for purchase and interest on nonthly nortgage
paynments, nultiply the number of accrual days by the outstanding
princi pal bal ance, and divide by the 360 day factor (for 5.0% 7200. 00.
To determ ne the accrued interest for payoff, multiply the nunber of
accrual days by the outstanding principal balance, and divide by the
365 day factor 7300.00. The nonthly rem ttances and payoffs can be
w red or ACHed to:
W RES: Wel I's Fargo Bank West, N. A

ABA#102000076

For Deposit to CK ACCT #196897979

Credit: Montana Board of Housi ng

Servicer (3 digit #)__
Send only one wire (all series conbined) for each rem ttance
made during the nonth. You nust conplete the MBOH Remi ttance




Detail Fax formlisting the individual remttance amounts for
each series (even if remtting only one series). Fax the form
to both Wells Fargo and to the Montana Board of Housing. See
the Remttance Detail Fax form for the appropriate fax nunbers.

ACH. Wells Fargo Bank West, N. A
ABA#102000076
CK ACCT #196897979
CR ACCT: MI BD OF HSG (Position 55-76; 22 characters)
Servicer (3 digit #) (Position 40-54; 15
characters)

Send only one ACH rem ttance (all series conbined) for each
remttance made during the nonth. You nust conplete the MBOH
Rem ttance Detail Fax formlisting the individual remttances
for each series (even if remtting only one series). Fax the
formto both Wells Fargo and to the Montana Board of Housing.
See the Remttance Detail Fax form for the appropriate fax
nunbers.

(18) Mortgage Lenders will be required to provide the Board
with informati on regardi ng Mortgage Loans when requested by the
Board to conply with the requirements of the Internal Revenue Code
of 1986, as anended, and the regul ations pronul gated thereunder.

(19) The Program wi |l | expire Decenmber 31, 2004.



NEIGHBORHOOD HOUSING SERVICES MONTANA HOMEOWNERSHIP NETWORK
AFFORDABLE HOUSING PROGRAM SUBORDINATE MORTGA GE

This subordinate mortgage, made this day of , 20
between whose address is
, as Mortgagor, and Montana Board of Housing, an agency of the State of Montana, whose address is 836

Front Street, PO Box 200528, Helena, Montana, 59620, M ortgagee.

WITNESSETH: That said Mortgagor(s), for and in consideration of the sum of

Dallars (U.S. $ ) in hand paid by said M ortgagee pursuant to the Neighborhood Housing Services'

Montana Network Affordable Housing Program Promissory Note of even date herewith, the receipt of which is hereby

acknowledged, do (does) hereby mortgage and confirm unto Mortgagee, its administrators and assigns forever thet cartain

real property, situated in the County of , State of Montana, particularly described asfollows,
to-wit:

TOGETHER WITH: (1) All buildings, fixtures, and improvements thereon and all water rights, rights-of-way,
tenements, hereditaments, privileges, and appurtenances thereunto bel onging, now owned or hereafter acquired, however
evidenced, used or enjoyed with said premises or belonging to the same; (2) All right, title, and interest heredfter acquired
in or to any of said premises, hereby also releasing, relinquishing, and waiving all exemptions, rights of dower and
homestead, in or to said premises, vested or inchoate; (3) All heating, air conditioning, plumbing, and lighting facilities,
equipment, and fixtures now or hereafter installed upon or within said premises, used or proper or necessary to constitute
the said premises a habitable, usable, or operating unit--all of said property being designated and deemed for the purposes
of thisinstrument apart of therealty; and (4) All of the rents, issues, and profits of said premises, SUBJECT, HOWEVER, to
the right, power, and authority hereinafter conferred upon Mortgagee to collect and apply such rents, issues and profits;

FOR THE PURPOSE OF SECURING: (1) Payment of the principa sum of and_/100ths
Dallars ($ ) with interest thereon according to the terms of a promissory note, dated ,20__, thetermsof
which areincorporated by reference and a copy of which is attached hereto.

TO PROTECT THE SECURITY OF THIS SUBORDINATE MORTGAGE, AND FOR OTHER PURPOSES,
MORTGAGOR AGREES:

A. To keep said property in good condition and repair; not to remove or demolish any building thereon; to
complete and restore promptly and in agood and workmanlike manner any building which may be constructed, damaged, or
destroyed thereon, and to pay when due all claims for labor performed and materials furnished therefor; to conplywithal
laws, covenants, and restrictions affecting said property; not to commit or permit waste thereof; not commit, suffer or permit
any act upon said property in violation of the law; and to do all other acts which from the character or use of said property
may be reasonably necessary, the specific enumerations herein not excluding the general.

B. An Act of Default shall occur that if the Mortgagor(s) or maker or makers of the obligation secured by this
subordinate mortgage shall fail to pay the principal or any interest asthe same becomes due, or any taxes or assessments or
insurance as required, or otherwise fail to comply with any or al of the conditions of the subordinate mortgage and the
same shall continue for 30 days, then all of said indebtedness secured hereby shall becomeimmediately dueand collectible,
and all rents and profits of said property shall then immediately accrue to the benefit of the said Mortgagee; and this
second mortgage may be foreclosed for the full amount, together with costs, taxes, insurance, cost of abstract title,
attorney's fees, and any other sums advanced or expense incurred on account of the said Mortgagor(s); for whatever
purpose, and any and all advances shall be liens under thisindenture. The occurrence of any of thefollowing eventswill
also constitute an act of default by mortgagor if re:

a) If the Mortgagor rents the property without obtaining Mortgagee written approval.

b) If the Mortgagor uses the property for commercial purposes.

) Thetotal condemnation of the property by any governmental authority, or a condemnation of a part of
the property if such will interfere with the use of the property as aresidence.

d) The death of Mortgagor or, if the note, and mortgage have been executed by two persons, te
death of the surviving Mortgagor.

e) Mortgagor's failure to maintain hazard insurance on the property.



f)

Any event which constitutes a default pertaining to FHA, VA, or RD loan default terms as contained in

the participation first mortgage. The first mortgage has priority in the event of foreclosure.

9)

Any Assumption or conveyance of the subordinate mortgage.

C. Without affecting the liability of any person, including Mortgagor, for the payment of any indebtedness secured
hereby, or the lien of this subordinate mortgage on the remainder of the property for the full amount of any indebtedness
unpaid, Mortgagee is respectively empowered as follows; and may from time to time and without notice:

a)
b)
0)
d)
e)

Release any person liable for payment of any of the indebtedness.
Alter, substitute, or release any property securing the indebtedness.
Consent to the making of any map or plat of the property.

Join in granting any easement or creating any restriction thereon.
Reconvey, without warranty, all or any part of the mortgage.

A release of this subordinate mortgage is to be made at the expense of the Mortgagor(s), on full payment of
indebtedness secured thereby.



BY SIGNING BELOW, Mortgagor(s) accept(s) and agree(s) to the terms and covenants contained in this
Neighborhood Housing Services' Montana Network Affordable Housing Program mortgage.

M ortgagor
M ortgagor
STATE OF MONTANA )
: SS.
County of )
On this___ day of ,20__, before me, anotary public for the State of Montana, personally appeared

, known to me to be the person(s) whose name(s) is/are subscribed to the within instrument, and acknowledged
to me that he/she/they executed the same.

In witness whereof, | have hereunto set my hand and affixed my notarial seal on the day and year first above
written.

Notary Public for the State of Montana
(Notarial Seal) Residing at:
My Commission Expires:

STATE OF MONTANA )
: SS.
County of )
On this day of ,20___, before me, anotary public for the State of Montana, personally appeared

, known to me to be the person(s) whose name(s) is/are subscribed to the within instrument, and acknowledged to
me that he/she/they executed the same.

In witness whereof, | have hereunto set my hand and affixed my notarial seal on the day and year first above
written.

Notary Public for the State of Montana
(Notarial Seal) Residing at:
My Commission Expires:



NEIGHBORHOOD HOUSING SERVICES MONTANA HOMEOWNERSHIP
NETWORK AFFORDABLE HOUSING PROGRAM
SUBORDINATE MORTGAGE NOTE

DATED: ,200__
NOTE AMOUNT )
PROPERTY ADDRESS )

1. "Mortgagor" means each person Sgning at the end of the Note. "Lender" means Montana Board of
Housing, an agency of the state of Montana, and its successorsand assigns. "First Mortgage" meansthe
Note and Trust Indenture executed contemporaneoudy with this Neighborhood Housing Services
Montana Homeownership Network Affordable Housing Program Mortgage Note and Subordinate
Mortgage.

2. Inreturn for aloan received from Lender, Borrower promises to pay Lender the principa sum of

Dollas(U.S. $ ) plusinterest, to the order of Lender.
Interest will be charged on unpaid principa, from the date of disbursement of the loan proceeds by
Lender, at the rate of 5.00% per year until the full amount of principa has been paid.

3. Borrower’s promise to pay is secured by a Subordinate Mortgage, that is dated the same date as this
Note. That Subordinate Mortgage protects the Lender from losses which might result if Borrower
defaults under this Note.

4. (A) Time

Borrower shall make a payment of principal and interest to
Lender on the first day of each nmonth beginning on
Any principal and interest remaining on
the first day of , Wl be due on that date,
which is called the “Maturity date”.

(B) Place
Paynment shal l be nade at
or at such other place as Lender may designate in witing by
notice to Borrower.

(C) Amount
Each nmonthly payment of principal and interest will be in
t he anount of $ . This anount will be part of a
| arger nonthly paynent required by the Subordi nate Mortgage that
shall be applied to principal, interest and other itens in the

order described in the Subordi nate Mortgage.

5. This Note is pursuant to a Neighborhood Housing Services Montana Homeownership Network
Affordable Housng Program Mortgage (the “Subordinate Mortgage’), between the Lender and
Mortgagor, of even date herewith, granting to the Board a lien on the red property (“Property”)
described in said Mortgage. Thisisaparticipation Mortgage. Only oneprincipa and interest payment is
paid by the mortgagor on the combined total of First and Subordinate Mortgages.

6. Neighborhood Housing Services Montana Homeownership Network Affordable Housing
Program Promissory Noteisnot assumable. Principa andinterest payment shall beimmediatdly due
and payable upon: a) any transfer of the Mortgagor’s ownership interest in the property address above
and more specificaly described in the Subordinate Mortgage securing hisNote; or b) payment in full of
the First Mortgage.

7. TheMortgagor may prepay at any time, with out premium, fee, or other penalty, the entire indebtedness
of the * Subordinate Mortgage’. Additiond principa reduction payments are payable on thefirst day of
any month and will first be gpplied to the “ Subordinate Mortgage” unless otherwise stated in writing a
time of payment by Mortgagor.



8.

10.

If Lender hasnot received thefull monthly payment required by the Subordinate M ortgage, as described
in Paragraph 4 (C) of thisNote by the end of fifteen calendar daysafter the payment isdue, Lender may
collect alate charge in the amount of Four per cent (4.00% ) of the overdue amount of each payment.

Federal Housng Adminigration, Veterans Adminigration, or Rura Development foreclosure policiesand
procedures shdl take precedence in the event of default. The First Mortgage has priority in case of
foreclosure.

If this Note has been executed by two persons, the obligationsherein arejoint and severd obligations of

each such person. In the event that the Lender obtains a judgment in foreclosure or sde, it shal look
solely to the Property given as security in the Mortgage for the repayment of this Note.

ThisNoteis secured by the Mortgage executed by Mortgagor on the Property described therein which

Property has the address of , Montana
59

Mortgagor

Mortgagor
STATE OF MONTANA )

'S,
County of )
Onthis day of , 20 , before me, a notary public for the

State of Montana, personally appeared , known to me to be the

person(s) he/shel they/ executed the same.

Inwitnesswhereof, | have hereunto set my hand and affixed my notaria sed ontheday and year first
above written.

(Notaria Sed)
Notary Public for the State of Montana
Residing at:
My Commission Expires.
STATE OF MONTANA )
'S,
County of )
On this day of , 20 , before me, anotary public for the
State of Montana, personally appeared , known to me to be the

person(s) he/shel they/ executed the same.

Inwitnesswhereof, | have hereunto set my hand and affixed my notaria sed ontheday and yeer first
above written.

(Notarial Sedl)

Notary Public for the State of Montana



Resding a:

My Commission Expires.




